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Introdtictlon 

1m This report covers an audit at various dates betwe^ 31 January and 
30 ApriJL 1957 of Finance Division general ledger budgetary aocounts listed 
beloir and subsidiary allotment reooards maintained by the eight area divisions: 

Account 135 - Confidential FUnds Allotted for Confidential 
Operations 

Account 136 - Disbursements of Appropriated Ftinds Chairgeable 
to Confidential Funds Allotments - DCI 
Certification 

Account 137 - Disbirsements by Fiscal Chargeablo to Con- 
fidential Funds Allotments - No DCI Certifi- 
cation 

Account 138 - Disbursements of Appropriated Funds Chargeable 
to Confidential Funds Allotments - Aiuaiting 
DCI Ceortificatlon 

Account 510 - Unobligated Allotments 

Account 520 - Unliquidated Obligations 

Account 530 - Expended Appropriations 

Our tert of ^lotoent records vdll be extended to a limited number of offices 
under the Doimty Director (Support), ard our comments thereon will be included 
in a separate report. 


Scope c f audit 

2« The audit included a review of budgetaxy accounting procediras and 
an exajiiination of saLeoted transactions. V/e inquired into unliquidated 
oKLigations to the extent practicable and reviewed the status of allotments. 
Partioilar attention was given to the manner in iihloh allotm^t records wezw 
maintained by the area divisions. 


Allotment record procedurea 


3a Allotment record procedures for Dopuly Director (Plans) Headquarters 

Idatai 30 Juno 1953» A condensed version 


allottees are conbaimd in 

of this notice was issued to Deputy Director (Intelligence) allottees aiul to 
the Of fice of Tra ining effective 1 July 1955 > as announced in Comptroller 
Notice I ~| of the same date. Individual Deputy Director (Support) 

allottees received a similar condensed version informally on various dates 
as they assumed responsibility for the mainteraince of allotment control recor ds. 


9 June 195U. 
tion of n 


25X1 


Area divisions have not been entirely consistent in the applica- 
^and the current iesuanoe of a Handbook should revitalize 

IrVe ware informed that 


allotment record<^eeping and make for more uniformity, 
the Comptroller had begun preparation of a Handbook in May 1957. 
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Iffl - uminary balances showi in general ledger budgetary control accounts 
510, 3^0 and 530 are itendaed by project and by indi-vidual transaction cm 
the subsr.^iliaJty allotment con-ferol records maintained by allottees, and these 
retsords are an integral part of the Agencjyis official accounting system^, In 
some insi^ances, however, the allotment control records applicable to fiscal 
years l^yS' and 1956 x^ere not in agre«nent with the general ledger accountSo 
This was caused primarily by failure of allottees to maintain the allotirent 
records cn a current basiSo Although con^lete and current maintenance of the 
aU-otment ccmtrol records for a large number of projects for three actiif® 
fiscal yc^ars is a good«.siaed job, it is usually the respcmsibility of cmly 
one or oV-o en^loyee6« Oftoi the employee(s) involved has been unable to cover 
all aspetrbs of the work and has concaitrated on the essential task of posting 
transactaons applicable to the year then current. As a result, maintenance of 
the two r-csior years « records (in this instance fiscal years 1955 and 1956) has 
fallen behind ccmsideraldLy in some division So 


5o jf the eight area divisions, only i.0 and EE Bivisiens were curi^ent cm 
fiscal ye ir 195S‘»1956 recorde-keepingo The other area divisions are working 
tov;ard a .‘urrent status for these years except for SE, NEA, and V/H Divisimis 
which coBiider it in^racticable because of the prohibitive time expenditure 
invol'/ed >a their pairticular cases (>® Division is hopeful of bringing its 
fiscal ye ir 1956 records up to date)o The CoraptroHei:* should review the 
sxuuatltm .In the latter divisions and determine the minimum action necessary 
to provxt ’ satisfactory sufasidiaary records under the eircumstanceso Soa® of 
the mora .raportant record-keeping duties which had not been pexrformd in many 
cases sub sequent to 30 June 1953' and 1956 were (a) cujvent posting of expend! ■= 
tures snci adjustment of previously obligated amounts, (b) month].y reconcdliation 
oi aLoxir mt control record tota.ls with comparable Finance Division amoiats, 
rod (c) t .a monthly submission of a cumLative obligations report to Finance 
D3.vi3ioii<, Since the allotment control records are an integral part of the 
aceountin ' system, every effort should be made to maintain them in a cuivent 
rod accur ;;,e manner. Failure to do so results in erroneous budgetary data 
ior indilv dual projects, misstatement of general ledger budgetaiy accounts, and 
loss of a.jcounting control over unliquidated obligations. It is recommended 
ohat theCs^niptroller make periodic inspections of allotmoit records so as to 
render aas necessary guidance and assistance to the allottees in the maintenance 
of these ocords. Such xdsits vkjuM also pi*ovida an excellent opportunity to 
discuss o her budgetary and fiscal matters,-, 


fiscal, year ^_f^7_gllotm^^ reco rds 


6 . . 

in satisf; 
attentiro 
Sion on tl 
rate meiri-o' 
Finance D: 
ing dosumt 
liquidatec 
active yci 
action on 
fiscal ye? 
prescribe.: 


’oa division a3-lotroent records for fiscal year 195? ar-e generally 
ctoiy Gonditiro, Hoxjever, NEA and SE Divisiros should give more 
to certain aspects of the tork. Our recommendations to NEA Dlvia. 
a maintenance of fiscal year 1957 records are cesntained in a sepa= 
andumo SE Division had not reconciled its allotnent records to 
vision balances. Also, it was difficult to locate specific oblicfat* 
at s because project files generally did not differentiate between 
and unliquidated obligations and documents applicable to the three 
rs were intenaingledo SE Division has alrea<^ started corrective 
Doth these ij^eins, A.L1 area divisions should of course, maintain 
«:• 1937 and succeeding year records ro a current basis and in the 
manner until the allotments lapsao 
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Over ol'li. ^ation of al lot aents 

Finaufie Di’rlsion ’•Statsus of Allotiaents" repoiPt as of y) April 1957 
showec a fairly lai^jo numb^ of individual area division allotments to be ovei*- 
obLigst.ed (ioe,, eajisndi tares or obligatiojis in excess of alloianents) . How- 
ever, 3ach area division stayed within the over-all limitation of total. iVinds 
allott»3d to it. Overobligations taken from the Finance Division report are 
prescsitecl in the following tabulation. Kie overobligation may be incaroased 
or decreased wtoen area divisions coEnpleto the reconciliation of allotaant con- 
trol records to Finance Division’s balances. 


Overobligations 


Division 

FY 1957 


PY 1956 

FY 1955 

Humber of 
Allotmen-bs 

Amount 

Number of 

Allotments Amount 

Humber of 
Allotments 

Amount 

10 

1 

0 3,176 

1 

0 1,515 

1 

$ 2,059 

EE 

3 

10,055 

8 

iiO,965 

10 

18,14L3 

SE 

3 

10,59U 

9 

li3,317 

5 

Sh,k0k 

NEA 

9 

39,618 

32 

178,156 

23 

289,718 

SR 

1 

39,015 

2 

3,815 

1 

k,26L 

MI 

13 

18,819 

3U 

63,291 

17 

31, m 


a/ iiO 

a/ 536,167 

7 

237,987 

6 

21,321 

FS 

■” A 

" ii8,108 

30 

195,598 

A 

299,522 


Ik 

smm 

0705,552 

iMifr>ii li.il 

123 

076L,6m!. 

72 

0727,ii27 


a/ Funds for 

the peri-od 1 

April 

- 30 June 1957 

had not 



been credited to the allotment accounts as of 30 April. 
As of 31 May there were seven projects with ov«robliga- 
tions totaling 010,082. 


8 


Area divisions may, and ftequontlj do, request increases and de- 
creases duiring the year in individual project allotmfflits as ope(rational needs 
dictate, mbject to individual project limitations set by the Project Review 
Commit' -e^’^ or other authority and the over-all ceiling of the annual funding 
pr<^raiii. The Office of the Comptroller, Budget Division, usually apprwes 
all. each I’aqueats. Similar approval has not been granted for 8upplmf»tal 
allotmante requested after the close of liie fiscal year except on a scilective 
basis, because the Budget Division brieves that supplemental allotments should 
be requested and approved in advance of obligation and not made for the purpose 
of elininating "red” balances on the allotment records. Area di-visions have 
expres:;ad the opinion that they should be allowed more flexibility in the man- 
agement of their funds and shcxild be permitted to rearrange their allotment 
structere within th^r existing fbnds after the close of the year when all 
transactions have been finally recorded and some "red” balances have developed. 
They pcfint out that the nature of the Agency’s operations make acoirate foro- 
castd^ng; fixtremely difficult in many cases. They also state that they are 
frequently requested to reUnquish part of their finds to finance an enfsrgesncy 
operation only to discover later that commitments already in process in -the 
field have caused the reduced allotments to become overobligated. Although 
area dj.'visions are Indeed faced with difficult administrative problems in the 
control 

ana Publi-c Law prohibit overobLigation.,, finprr“‘^“"^ 


■■fegfWNfHMi 


It in fbture 
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ya^s wiia*?, allottees enjoy mors floscibility tkroagli a greatly reduced number of 
allotesiits,. as contemplated in Bureau of the Ridget Bullatin Uo» la tJie 

raoant;u7iG s^^ery possible effort should be made to stay within authorized »n n-hl 
mentsj particularly in. vievr of the increasingly tight fhnds situation* 


Unliquid ate d obligati cns 

Summary data on unliquidated obligations as of 30 April 195? for arm 
mvisJ.oria_, compared to total obligations for these divisions, is presented in 
tlie folJ owing tabulation: 


1^57 F.Y. 1956 F.Y» 19$g 

Percent Amount Percent Amount POTcent 

Expendlt;.^res. . . 

Unliquic atad 
oblit^f tions* • 

Total o'feliga.- 
tions - iU'ea 
Divisions. . 


Specific iniormation is available, of coursej. only on those unliquidated obli- 
gations apfxidcable to the Headquarters portion of project all-oteients (detiiils 
are not sr<ilnarily av*d.lablQ on obligations r^orted in station accountiiigs). 
The aiJJt O.X charges to Headquarters positions of allolwents were for routine 
adminlsteative it®ns such as payroll and travel, eocceot for 10 Division ¥jhere 
charges rer:resented p«*iraarily operational advances. 


1G» Fiscal year 195? has a lar^e percentage of unliquidated obligaliions 
PM.marily because of the two- to four-month lag in the recoint pmA m>»rtf»Bt«aTr.<T 


aon oj: 
evaluate 
because 
upon tes 
astimte: 


otaj. charge applicable to arm divisions). It is s ^ 

tv.e validity of fiscal years 1955 t^d 1956 unliquidated obligations 
?f the status of allotm«it records for those years* Howwer, based 
.s of the recoids and d^cussions %vith area div ision offici als, it is 
_^i 2 at unliquidated obligations \?erB overstated | | and 

^i.or fiscal ymrs 1955 and 1956, re^ectively, as of the datejs w© 
he divisions. We believe that urdi-quldated ota.igations could be hald 
aw® by (a) maintaining all.otmsnt records on a car 2 ‘ 0 nt basis, fb) re- 


visited 
to a min 
viewing ; 
ai-lotmeu' 
(e) circsi 
as fiseaP 
liquidate 
tioos ma< 
request i 
results V 
Kay 1957 


fr-eguiarly the unliquidated obligations applicable to Headquarters 
n the purpose of canceling or adjusting idiere possible, ami 
lariaing field stations periodieilly for the same purpose. As soon 
ysfirs 1955 and 1956 records have been brought up to date, all uri- 
d obligations should, of ccxirse, be x'eviewad and any necessary reduc— 
a. Area divisions on occasion, but ustially not as a routine practice, 
laid stations to «fiiiii up« uni-iq^^iidated obligations with fhirly good 

Station recommsiidad reductions in obligations in 



silE 


25X1 


25X1 




25XflA 


Approved For Release 2002/09/0 




in response to such a r 0 <jiQst. V/e believe that results obtained may -raarrant 
eocbandSjtig the practice and stiggest that the Deputy Director (Plans) give con- 
sideration to initiating it as tmlfom periodic parocedaro for all area divi- 
sions. 


Miscell a neous audit finchags 

13 a Some other miscellaneous audit findings are discussed briefly in the 
foUondng paragraphs: 

a. IQtirea divisions (SE, PE, and 10) maintain the allot- 
ment control records in pencil* V/e believe that these 
fcmnal accounting records should be maintedned in ink* 

b. Bie estimated cost of PCS travel from Headquarters to 
Class A stations is obligated on the latter* s records 
since travel accountings oil! be rendered in the field, 

SE Division also obligates this item during the year 
against the Headcparters portion of the allotment for 
reference purposes and then reverses the aocusulated 
amount at the year end. This practice causes a tempo- 
rary duplication of obligations (Sl55,l5o for one fis- 
cal year 1956 allotment) and should be discontinued, 

c. A feir instances ivere noted vdiere correction of the 
fiscal year ms made on eKpenditure documents by Finance 
Division eithout notifying the area < avi8ion invol ved. 

Finance Division Operating Procedure I I issued 25X1 A 

subsegu^it to these oases requires that area offices be 
advised of all such corrections. 


Property authorigatlon records 

12 » Although m roviewad property authorisaticm records and examined 
selected transactions, we did not make a comprehensive study of applicable 
procsdu^’os because a representative of the Office of the Comptrolier informed 
us that revisions probably will be made in the present jn-operty authorizaticm 
system binder Agency implementation of the "Improvement of Financial Manage- 
ment" program, We noted that three area divisions were maintaining property 
authorigation control records in a manner different than prescribed by 
las discussed below: 


a, I{EA and tVE Divisions do not record property authoriza- 
tion transactions in the spaces provided on the present 
allotment control record but use separate forms which 
provide space only for requisitions and not for property 
iseies. Thus, these subsidiazy records cannot be related 
directly to Finance Division gemteral ledger control ac- 
counts for ismies and unfilled requisitions. 

b. SE Division uses the prescribed property record but does 
not post property issues monthly ft'om the IBM listing 
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providedo Instead, It aceamulates issues on a separate 
m>rksheet and, nhen requisitions are compXet^y filled, 
posts total issues for mdh requidition to tiie properl^ 
auldiorlsation contarol recoz^o Under this method post- 
ings to the property authorization control records are 
not made concurrently with postings to Finance Division 
general ledger accounts and therefore amounts shown for 
issues and unfilled requisitions will usually diff^ 
from those shown hy Finance Divisions 

The CamptroUex” should review the property authorization procedures followed 
by NM, Vffi, and SB Divisions and determine whether they represent satisfactory 
compliance with| ] 


Administrative Action Requested 

13» The matters commented upon in tiiis report which, in our opinion, re- 
quire administrative action are summarized as follows: 


Action by the Depuly Director (Plans ) 

So Complete the work on fiscal year 1957 records (SS 
Division) and maintain fiscal year 1957 (and suc- 
ceeding years) allotment records on a current basis 
and in the prescribed manner until the allotments 
lapseo (Paragraph 6) 

be Make every effort to stay within authorized allot- 
ments « (Paragraph 8) 

Ce Review for possible cancellation or adjustment the 
Headquarters unliquidated obligations for fiscal 
year 1955 and 1956. (Paragraph 10) 

do Give consideration to a uniform procedure for the 

periodic circularization of field stations for possible 
cancciLlation or adjustment of unliquidated obligations. 
(Paragraph 10) 

e. Maintain allotment control records in inke (Paragraph 11a) 

f. Discontinue recording PCS travel expense to Class A sta- 
tions against the Headquarters portion of project allot- 
mozts. (Paragraph 11b) 


Action by the Comptroller 

go Complete the preparation and Issuance of a Handbook on 
allotment control procedures for Headquarters allottees o 
(Paragraph 3) 
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ho Determine action necessary by SE, and WH 

Divisicsns to provide satisfactoiy subsidiary 
records o (Paragraph 5) 


ie Consider making periodic inspections of the allot® 
ment records of all allottees. (Paragraph 5) 


Review the property authorization procedures followed 
by NEA, SE, and VJE Divisions and determine t fhathay 
they represent satisfactoiy compliance with 
(Paragraph 12) 


25X1A 


Headqua: ters Audit Division 
Date of Reports 2? June 1957 
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